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oat U.K. Monetary and Exchange Measures 
was 
a The Bank of England discount rate was again raised § ered momentum, and the sterling-dollar rate closed on 
this on February 24, this time from 314 per cent to 414 per February 24 at $2.78!4,—a gain of %& cent. In 
tary cent—the highest level since 1932. On the same day the New York, transferable and security sterling reacted 
vey, Chancellor of the Exchequer announced two other meas- more sharply; transferable sterling advanced from 
ures: restrictions are to be reimposed on the terms of hire- $2.7234 ¢ to $2.75%4 4, and security sterling from $2.72 to 
> purchase—the minimum deposit is to be 15 per cent and 2.7434. The London gold price was lowered from 
the maximum time for payment in most cases is to be two 251s. 9Yod. to 251s. 8d. on February 24 and to 251s. 6d. 
years; and the Exchange Equalization Account is em- on February 25. The New York transferable sterling 
powered to intervene in overseas markets through which rate on March 2 was $2.76. 
Cur- ie . 
: transferable sterling is traded at a discount. The increase in Bank Rate is a “danger signal.” Since 
— The Chancellor emphasized that the U.K. economy was : : = : . 
rage. ’ P _ y its long-run effect will be disinflationary, it may be 
= still basically stronger than at any time since the war, and expected to strengthen the current payments position 
: will that the purpose of the new measures was, by moderating _—and, therefore, the spot rate for sterling against foreign 
Bank internal demand, to ensure that increased imports due to currencies. A more immediate impact will be on the 
prove rising production would be matched by a corresponding — cost of financing stocks, and any running down of stocks 
pay: rise in exports. He expressed his determination to prevent — hould also improve the payments position. In the short 
quip- the current state of internal prosperity from damaging run, higher money rates in London should strengthen the 
tional the balance of payments. There had recently been a spot sterling-dollar rate by attracting some funds to 
ise in marked expansion of hire-purchase and, as part of its = | ondon. 
} pay- general policy of limiting home demand, the Government ; a 
in the had decided to impose restraining measures; these were . The intervention of the Exchange Equalization Account 
ormal designed for the immediate situation, but the Government ™ transferable sterling markets ” expected on = 
zilian intended eventually to seek permanent powers for this element of convertibility to sterling sccruing to countries 
nnual purpose. The Capital Issues Committee and the banks outside the dollar and sterling avess. While American 
of the . a . and Canadian Account sterling will continue to be 
were being asked to adopt a more restrictive attitude 
ments, . traded within fixed margins of $2.78 and $2.82, trans- 
; toward finance for hire-purchase. 
which 1 file A ; , ferable sterling will be supported at whatever rates the 
The initial market reaction to the change in Bank Rate a 3 : : 
P 8 
- Pay s : ; U.K. authorities consider appropriate. The new policy 
ket. was rather violent; gilt-edged prices fell on February 24 ow : 
aa ; is intended to narrow the discount (lately 3 per cent) at 
‘li by up to £4, and there was a similar downward adjust- : ; : 
azulvan ae : : which transferable sterling has recently stood against 
cc ment in industrials. Subsequently, both sections of the 
































































market rallied somewhat. The banks raised their deposit 
and call money rates by 1 per cent, to 244 per cent and 
234 per cent, respectively, and where agreements with 
customers established a fixed relationship with Bank 
Rate, overdraft charges were also raised by 1 per cent. 
In general, the cost of overdrafts may now range from 
5 per cent for nationalized industries and strong industrial 
borrowers to 7 per cent for smaller borrowers. The aver- 
age rate of discount on new Treasury Bills increased on 
February 25 by about 114 per cent to 32545 per cent, and 
rates of discount on commercial bills rose similarly. 

In the London Foreign Exchange Market a recovery 
in sterling, which had begun earlier in the week, gath- 





American Account sterling. Initially the support of 
sterling in overseas free markets may increase the strain 
on the U.K. gold and dollar reserves. But it is hoped that 
these outlays will be offset by the discouragement to the 
“shunting” of sterling commodities and the diversion of 
sterling area dollar income it entails. It is also hoped 
that intervention will increase confidence in transferable 
sterling and discourage the selling that has recently been 
taking place. 


Sources: The Financial Times, February 25 and 26, 1955, 
and The Economist, February 26, 1955, London, 


England; The Journal of Commerce, New York, 
N. Y., March 3, 1955. 


Europe 


EPU Settlements for January 1955 


The surpluses and deficits incurred by the member 
countries of the European Payments Union in January 
1955 are shown in the accompanying table (1 unit of 
account = US$1), together with those for December 
1954. 

Net Surplus or Deficit (-) of EPU Members 
(million units of account) 


December January 


1954 1955 


Austria —15.6 -13.4 
BLEU 14.9 9.5 
Denmark 5.9 1.3 
France 11.4 6.3 
Germany 23.8 35.4 
Greece 2.2 -9.6 
Iceland is ae 
Italy —23.2 —19.4 
Netherlands 28.4 25.6 
Norway -9.3 -8.8 
Portugal -3.2 -5.7 
Sweden -13.4 -17.3 
Switzerland 2.5 -8.1 
Turkey -3.0 -16.1 
United Kingdom —20.5 11.3 


For the fourth month in succession, France had a 
surplus in January which was settled fully in gold. Of 
a total of 369.4 million units in gold paid for settlement 
of deficits beyond its quota, France has recovered 24.4 
million units in the last three months, leaving 345.0 
million units still recoverable (see this News Survey, Vol. 
VII, p. 238). France also repaid to the EPU 80 million 
units in gold; as a result, its cumulative debt to EPU 
was reduced to 159.2 million units (see this News Survey, 
Vol. VII, p. 246). The total amount of gold paid by 
France to EPU has now reached 705.8 million units. 

The surpluses and deficits of the other member coun- 
tries were settled half in gold and half in credit, with 
the exception of the deficits of Greece and Turkey, which 
were settled in gold. As a result of the January opera- 
tions, the gold and convertible assets of the EPU in- 
creased by 5.3 million units, to 428.2 million. The 
bilateral amortization payments to creditor countries in 
the EPU amounted to 5.1 million units in January; the 
cumulative total of these payments since July 1, 1954 has 
now reached 65.9 million units. 


Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, February 12, 


1955. 


New Capital Issues in the United Kingdom 


The Midland Bank’s figures of new capital issues in 
the United Kingdom show that more “new money” was 
raised from investors in 1954 than in any year since this 
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series of statistics was started in 1919. The estimated 
total for 1953 was £396 million, and for 1954 it was 
£471 million. Although nationalized industries again 
accounted for a large part of the total, the proportion 
declined from roughly one half to two fifths, the British 
Electricity Authority being responsible for £100 million 
and the British Transport Commission for £81 million. 
Issues for manufacturing industry, which had fallen to 
a low level in 1953, recovered sharply in 1954. The in- 
crease in the total raised by U.K. financial companies is 
mainly the result of a few large issues by insurance 
companies and a much larger number of small issues by 
investment trusts, following the relaxation of restrictions 
on such issues announced in July 1953. So far, there 
have been only a few issues by hire-purchase finance 
companies. 

New issues raised by public bodies in Commonwealth 
and Empire countries fell from £40.9 million in 1953 to 
£35.1 million in 1954, while the issues of companies in 
these areas increased from £17.8 million to £19.3 million. 
The foreign total of £6.6 million included nearly £5 mil- 
lion for the International Bank for Reconstruction and 
Development, much of which may be lent by the Bank 
to sterling area borrowers. 


Source: Midland Bank Ltd., Midland Bank Review, Lon- 
don, England, February 1955. 


Sale of Swiss Gold Coins 


It is reported that the Swiss National Bank will shortly 
make available again gold in the form of the so-called 
“Vreneli,” i.e., coins which are no longer legal tender. 
The sales will be made to the banks at the price of 
Sw F 28.60, which slightly exceeds the value of the gold 
content of the coin. The sale of gold coins by the National 
Bank was stopped in 1947, when the rising free market 
price of gold threatened to make Swiss coins an instru- 
ment of international speculation. Recent movements of 
the free market price make possible a resumption of 
sales, the extent and duration of which will, however, be 
limited. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 
uary 27, 1955. 


Norwegian Economic Policy 


In his first annual speech to the Supervisory Council 
of the Bank of Norway, Mr. Erik Brofoss, who was re- 
cently appointed Governor of the Bank, stated that the 
increased scarcity of labor, current pressure on prices, 
and the deficit in the balance of payments showed that 
the present level of activity was too high. The deficit in 
the balance of payments on goods and services occurs at 
a time when export industries are working at full capac- 
ity, and its cause therefore is to be found in too large 
imports. The share of the national product used for con- 
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sumption in Norway is smaller than is usual in the west- 
ern world, and the share of investments much larger. 
The size of Norway’s investments is not, however, sufh- 
cient to make a large deficit acceptable. A large and 
increasing share of total investment is for purposes which 
neither now nor later will provide the foreign exchange 
which is being used to finance them. 

Mr. Brofoss declared that the problems connected both 
with the balance of payments and with the internal price 
pressure have to be attacked from the investment side. 
If the deficit in the balance of payments on goods and 
services in 1955 is to be limited to NKr 550 million ($77 
million), as set out in the National Budget, investments 
will probably have to be reduced by more than the 2 per 
cent assumed in the budget. Over-all economic policy 
has to be concentrated on this central task of reducing 
the balance of payments deficit. In order to limit dis- 
posable income both central and local government bud- 
gets should show surpluses. A higher interest rate and 
the recent 10 per cent levy on building and construction 
(see this News Survey, Vol. VII, p. 263) will reduce 
activity. Corporations have to be made more cost- 
conscious. In interpreting the recent increase in the dis- 
count rate from 244 to 3% per cent, it has to be remem- 
bered that the long-term interest rate had already been 
adjusted earlier to a higher discount rate. A higher 
discount rate would also have a favorable effect on loan 
negotiations abroad, and higher domestic lending rates 
should create a greater interest for private borrowers to 
use the lending possibilities that were available abroad. 

In order to limit the expansion of bank credit the 
liquidity of the banking system has to be reduced. The 
most important way of achieving this will be the Gov- 
ernment’s loan operations. Government issues of new 
loans in 1955 should be large enough to neutralize the 
effect of state bank lending on liquidity. In the present 
situation it is also important to limit credit for imports 
and for the accumulation of inventories. While the Bank 
of Norway has only limited powers, it will try to prevent 
any additional credit expansion by the private banking 
system that is not required for an immediate increase 
in production. 

The Norwegian economy is now facing a period of 
adjustment; even after the contemplated reduction in 
investment, Norwegian investments will still be very high. 
Mr. Brofoss warned against a policy of promoting in- 
vestments to such an extent that subsequent balance of 
payments difficulties might compel the adoption of ir- 
rational policies in other fields. 


Source: Bank of Norway, Press Release, Oslo, Norway, 
February 22, 1955. 


Governorship of Bank of Greece 
The Greek Parliament has passed a bill submitted by 


the Government providing for certain amendments in the 


statutes of the Bank of Greece, the termination of the 
periods of office of the Governor and Vice-Governor of 
the Bank, and the abolition of the post of General Man- 
ager. On February 5, 1955 Professor X. Zolotas, the 
Greek Governor of the International Monetary Fund, 
was appointed Governor of the Bank of Greece, and Mr. 
B. Kyriacopoulos, Deputy-Governor. 


Sources: Oikonomikos Tahidromos, Athens, Greece, va- 
rious issues. 


Finnish Economy in 1954 


During 1954 the Finnish economy developed more 
favorably than had been expected at the beginning of the 
year. Unemployment, which had been high early in the 
year, declined as activity rose, and in the fall there was 
a situation of full employment. The expansionary trend 
was a direct consequence of the develepments in the 
world market for forestry products, the stimulating effects 
of which spread to all spheres of production. Domestic 
demand received a further impetus from the Govern- 
ment’s economic program of October, which involved 
considerable price reductions and subsidies. National 
income increased, according to preliminary estimates, 
by about 6 per cent over the year, to a peak of approxi- 
mately Fmk 650 billion. 


The improvement in foreign trade which had started in 
the latter half of 1953 continued in 1954; total exports 
amounted to Fmk 156.6 billion, or about 19 per cent 
more than in 1953, and imports (Fmk 152.1 billion) 
were greater by about 25 per cent. The volume of exports 
increased by almost 16 per cent, and was larger than in 
any previous year. Export prices increased only slightly, 
and were still 16 per cent below the peak of 1951. The 
volume of imports increased by about 30 per cent, but 
prices were slightly lower than in 1953. The market for 
the main Finnish exports still shows marked stability. 
As a result of new investments, production of newsprint 
is expected to increase by some 100,000 tons, more than 
20 per cent above the 1954 level. In 1954 the United 
Kingdom again became Finland’s most important trading 
partner, its share in Finland’s trade rising from 19.0 
per cent in 1953 to 20.7 per cent, while the U.S.S.R. 
share declined from 23.5 per cent to 19.7 per cent. 


The foreign exchange position improved considerably 
in 1954. Total reserves increased by Fmk 8.5 billion 
($37 million), to Fmk 36.4 billion ($158 million), and 
their composition also improved. Gold and dollar re- 
serves increased by Fmk 0.9 billion, to Fmk 14.1 billion 
($61 million), and reserves in EPU currencies by 
Fmk 12.8 billion, to Fmk 17.0 billion ($74 million). 
Balances of Eastern European currencies decreased by 
Fmk 3.1 billion, to Fmk 8.1 billion ($35 million), most 
of the decrease being the result of payments by the 
U.S.S.R. in gold or West European currencies. Apart 
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from an increase in clearing debts to Argentina and 
Brazil, reserves of other currencies remained practically 


unchanged. 


Industrial production rose in 1954 by about 13 per 
cent, the increase being about 25 per cent for export in- 
dustries and 8 per cent for home market industries. Pro- 
duction of chemical pulp increased by 37 per cent, of 
cardboard by 27 per cent, and of plywood by 33 per cent. 


Building activity continued to expand; it was about 
5 per cent above the 1953 level and only about 2 per 
cent below the 1951 peak. The number of dwelling units 
completed reached a new high of 31,000, compared with 
29,000 in 1953. About one third of the total were so- 
called Arava dwellings, which are supported by cheap 
government loans. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, January-February 1955. 


German National Income 


Western Germany’s gross national product rose from 
DM 134,000 million in 1953 to DM 145,000 million in 
1954. As prices changed little, this 8 per cent advance 
represents more or less the real growth rate. New in- 
vestments rose from DM 29,900 million to DM 32,400 
million, and inventories from DM 3,900 million to 
DM 4,100 million. 

Private consumption increased from DM 77,700 mil- 
lion in 1953 to roughly DM 84,000 million, and spending 
by federal, state, municipal, and other public agencies 
rose from DM 18,800 million to DM 20,200 million. The 
favorable developments of 1954 were probably aided 
greatly by the so-called “little tax reform” of the fall of 
1953. Despite this reform, tax revenue increased from 
DM 35,000 million to an estimated DM 36,400 million, a 
rise of roughly 4 per cent; hence, in view of the 8 per 
cent increase in the gross national product, the relative 
tax load diminished. It is generally. believed that a 
comparable increase of gross national product in 1955 
would not constitute an excessive expansion. Indeed, 
in many fields further increases in productivity are still 
feasible provided technical and organizational steps are 
taken toward further modernization. 


Source: The Journal of Commerce, New York, N. Y., 
February 7, 1955. 


German Trade Agreement with Poland 


A new trade agreement has been concluded between 
the Federal Republic of Germany and Poland covering 
the period January 1, 1955 to June 30, 1956. Largely 
because only limited supplies of Polish goods are avail- 
able for export, the volume of trade to be transacted 
during this 18-month period is no larger than the volume 
during the preceding year. 
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German imports from Poland are scheduled at $38.5 
million and German exports at $35.2 million. The differ- 
ence will be used by Poland to pay for German services, 
especially railway traffic. The bilateral swing credit limit 
will be reduced from $7.5 million to $6.5 million as of 
October 1, 1955 and to $6 million as of January 1, 1956. 
Trade in coal will be revived to only a limited extent. It 
is also understood that Germany has approved the grant 
of an appreciable credit to Poland, which will be covered 
in a specific credit agreement, to finance deliveries of 
German goods for Polish investment programs. 


Source: Handelsblatt, Diisseldorf, Germany, February 25, 
1955. 


German Imports of U.S. Grains 


An agreement has been concluded between the Federal 
Republic of Germany and the United States for the sale 
in Germany of coarse grains amounting to $5 million, 
which will be supplied from the Commodity Credit Cor- 
poration. Payment is to be effected in deutsche marks, 
which will be used by the U.S. Defense Department to 
purchase equipment needed for the building of military 
bases in Spain. 

Source: Handelsblatt, Diisseldorf, Germany, February 21, 
1955. 


Middle East 


Egypt's Trade and Payments 


For the whole year 1954 Egypt had a balance of pay- 
ments surplus of about LE 5 million (see also this News 
Survey, Vol. VII, p. 256). In 1952 there had been a 
deficit of LE 55.5 million and in 1953 a deficit of LE 8.5 
million. The more favorable position in 1954 was at- 
tributed largely to an improvement in the balance of 
trade and to a surplus in capital transfers. The usual 
surplus from invisibles was, however, less in 1954 than 
in previous years on account of a decline in the ex- 
penditure of the British troops in the Suez Canal Zone 
and to larger expenditures on foreign travel abroad, 
especially on pilgrimages to Mecca. These factors were 
partly offset by a substantial increase in tourist expendi- 
tures in Egypt. 

In 1954 there was a trade deficit of LE 21.1 million, 
compared with deficits of LE 78.4 million in 1952 and 
LE 39.7 million in 1953. Imports declined from LE 177 
million in 1953 to LE 159.8 million in 1954. This was 
due to decreased imports of wheat and sugar, the local 
production of which increased substantially during the 
year. The value of wheat imports alone was LE 23.3 
million less than in 1953. Although less raw cotton was 
exported, Egypt’s total exports in 1954 amounted to 
LE 138.3 million, compared with LE 137.3 million in 
1953. This was due partly to higher cotton prices and 
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partly to increased exports of other commodities. Exports 
of cotton yarn and textiles in 1954 amounted to LE 5.4 
million, compared with LE 2.5 million in 1953. 


Egypt’s chief suppliers in 1954 were Great Britain 
(LE 20.0 million), United States (LE 17.8 million), 
Western Germany (LE 17.8 million), France (LE 16.0 
million), and Italy (LE 12.5 million). The country’s 
most important customers were India (LE 18.2 million), 
France (LE 15.8 million), Great Britain (LE 14.3 mil- 
lion), Western Germany (LE 11.4 million), Italy 
(LE 10.4 million), Japan (LE 6.8 million), and the 
United States (LE 6.4 million). 


Source: Al Ahram, Cairo, Egypt, January 8, 1955. 





















































Gold Coins in Syria 











It is reported from Istanbul that one-pound and half- 
pound coins, struck by an American company, have been 
put into circulation in Syria, which recently waived all 
restrictions on foreign exchange and on the import or 
export of Syrian currency. With a sterling exchange rate 
of 9.66-9.75 for the Syrian pound (consisting of 100 
piastres), the official fixed rate of a one-pound gold 
piece is 2,675 piastres. 

Source: The Financial Times, London, England, Febru- 
ary 15, 1955. 





















































Pakistan's Industries 











In an address to the Sixth Annual Meeting of the As- 
sociated Chambers of Commerce of Pakistan, the Minister 
of Commerce of Pakistan stated that the target of 6,000 
looms for the jute industry set for June 1957 would be 
achieved by the middle of 1955. Of the 12 jute mills 
planned, 6 mills comprising 4,750 looms have already 
gone into production, and the remaining are expected 
to go into production during the first half of this year. 
Pakistan is now in a position to export jute goods, after 
meeting in full its domestic requirements. In 1954, an 
estimated 11,000 tons of hessians and sacking worth 
PRs 150 million were exported. The Minister also stated 
that the Pakistan Industrial Development Corporation 
has a program for installing another 4,000 looms by the 
end of 1958. 


Mr. Ispahani, the Minister of Industries, has stated 
that the most important problems facing Pakistan’s in- 
dustries were the increase of efficiency and the reduction 
of production costs. He said that a team of German 
experts was making a survey of Pakistan’s industries with 
a view to making recommendations on these problems. 
The textile industry had made unparalleled progress, the 
installed spindlage having increased from 177,000 in 
1949 to 1,316,000 at the end of 1954. Production had also 
increased, from 84,782 bales of cloth and yarn in 1949 
to 482,521 bales in 1954, and was still increasing. How- 
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ever, Pakistan still needed some two million spindles 
to meet fully domestic requirements. 


Sources: Dawn, Karachi, Pakistan, January 28, 1955; 
The Financial Times, London, England, Febru- 
ary 15, 1955. 


Far East 
Indian-Soviet Steel Agreement 


An agreement between the Governments of India and 
of the U.S.S.R. was signed in New Delhi on February 2, 
for setting up a modern integrated iron and steel plant 
with an initial capacity of one million tons of ingots to 
be rolled into about 750,000 tons of rolled products. 
The plant is to be designed with a view to eventual ex- 
pansion to a capacity of one million tons of rolled 
products. 

A preliminary report, prepared by a Russian expert 
team, has outlined the general, technical, and economic 
considerations underlining the project, reserving the 
more detailed questions for further study which will lead 
to the submission of a final report toward the end of 
the year. The plant will be located in the Bhilai region 
of Madhya Pradesh. 

The salient features of the agreement are as follows: 
(1) The entire plant is to be commissioned by Decem- 
ber 31, 1959, although some of the main departments 
will be ready a year earlier. (2) The plant and equip- 
ment supplied by the U.S.S.R. are to be paid for in 12 
annual installments, with interest at 244 per cent per 
annum on the amount outstanding each year. Payments 
will be made in Indian rupees to be paid into a special 
account with the Reserve Bank of India. The amounts 
credited to this account may be utilized to purchase 
goods in India or may be freely converted into sterling. 
Prices are to be negotiated on presentation of the final 
report. (3) Indian experience and talent will be fully 
used at all stages of the planning, designing, and execu- 
tion of the project. (4) Indian experts will visit the 
U.S.S.R. to examine plants of a similar nature in opera- 
tion, as well as factories manufacturing metallurgical 
equipment. (5) The Government of India has reserved its 
rights with regard to the treatment of the scheme as out- 
lined in the final report. (6) A sufficient number of 
Indian technicians will be trained, both in India and in 
the U.S.S.R., so that Indian personnel may man the plant 
to the maximum extent possible from the beginning of 
the project. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, February 16, 1955. 


Central Banks in Indo-China 


A recent report in a French journal, La Vie Francaise, 
reviews the statutes of the banks of issue which are to 
be established in the three new States of Indo-China. 
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The National Bank of Vietnam has been set up as a 
public institution without capital. Its governor has ex- 
tensive functions, and the Bank is entitled to issue metallic 
coins. The operations giving rise to the issue of cur- 
rency are purchases of gold and foreign exchange, credit 
operations with banking institutions, and advances to the 
State, which must not, however, exceed 25 per cent of 
the previous year’s budgetary receipts. The Bank may 
also endorse and guarantee Treasury bills, undertake 
transactions in bankers’ acceptances with a currency not 
exceeding 240 days for industry or 120 days for commer- 
cial transactions, and make advances up to one year on 
bills issued by specialized credit institutions and backed 
by guarantees. The Bank is free regarding the volume 
of its portfolio in the event of inflationary pressure aris- 
ing, and it may then directly restrict its advances to 
commercial banks. As from April 1, commercial banks 
will be obliged to deposit with the National Bank 10 per 
cent of their deposit holdings, but no interest will be paid 
on these deposits. As from July 1, the proportion of 
compulsory deposits may be increased, but it may not 
exceed 35 per cent. The National Bank has the task of 
inspecting the other banks and of examining their ac- 
counts. It is intended to function as a real central bank, 
with decisive control over the credit market. 

The statutes of the new central bank of Laos are 
similar to those of the National Bank of Vietnam, but 
it will not have the right to examine the other banks’ 
It will assume the role of a 
deposit bank for private individuals, granting discounts 
on two signatures and lending on the security of crops. 
The new currency unit of Laos will be called the “kip.” 
The new currency unit of Cambodia will be the “real.” 


accounts and registers. 


Source: Bank for International Settlements, Press Re- 
view, Basle, Switzerland, January 26, 1955. 


Customs Tariff Revision in Taiwan 


In order to keep in line with the industrial development 
program and to enforce national austerity, the Revised 
Customs Import Tariff schedule of Taiwan adopted by 
the Legislative Yuan on January 11, 1955 was made 
effective on January 15. This was the first thorough 
revision of the 1934 tariff regulations since August 2, 
1948. 

The new schedule has reduced import duty rates on 
industrial raw materials and metals and hardware. The 
tariff on glyceririe for industrial use, for example, was 
reduced from 25 per cent to 17.5 per cent ad valorem, 
and duties on metals and metallic products have been 
reduced by 5 to 10 per cent. On the other hand, duties 
on semiluxury and nonessential goods have been sub- 
stantially increased. The tariff on tobacco has been 
raised from 100 per cent to 160 per cent. 

Source: Chinese News Service, Press Release, New York, 
N. Y., February 22, 1955. 
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Mainland China's New Currency 


The People’s Congress of China announced on Febru- 
ary 17, 1955 that as from March 1, 1955 a new currency 
would be issued on the mainland of China to replace the 
old at the rate of 1 new yuan to 10,000 old yuan. No 
reason was given for this change other than to facilitate 
monetary transactions and accounting. It was reported 
that the prices of commodities would not be changed. The 
exchange of old for new notes will, however, be a means 
of identifying currency hoarders. 


The change is expected to have little external signifi- 
cance. There is no realistic exchange rate for the People’s 
yuan, which is not defined in terms of gold or officially 
linked to the Russian ruble. The old official rate was 
24,000 yuan to US$1, but this had little relation to its 
actual worth. The black market rate was 45,000 yuan to 
US$1. The Chinese press has reported that Mainland 
China’s gold reserve in 1954 was 11 times that in 1950. 


Sources: The Washington Post and Times-Herald, Wash- 
ington, D. C., February 21, 1955; The Econo- 
mist, London, England, February 26, 1955. 


Japan's Rice Situation 


Reflecting the world surplus of rice production in 
1953 and 1954, the import prices of rice in Japan have 
been declining. For rice from Formosa, Manila, China, 
Korea, and California, prices of $165-180 per ton have 
recently been quoted, and for rice from Thailand, Burma, 


and Texas, $150-160 per ton. 


In the Japanese agreements with Burma and Thailand, 
the prices are about $149 and $159 per ton, c.i.f. Japan, 
respectively. The abolition of the Thai export price con- 
trol for rice in January may lower its export price, and 
Japanese commercial circles expect the accumulation of 
stocks of exportable rice in Thailand and Burma to reduce 
the export price to about $120-130 in the latter half of 
1955. 


The Japanese rice crop for 1954 has been finally 
estimated at 9.1 million metric tons (brown rice). This 
is an increase of 11 per cent over the 1953 crop, but only 
95 per cent of the average production during 1946-50. 


Sources: Nihon Keizai Shimbun, Tokyo, Japan, Janu- 
ary 19, 1955; Department of Agriculture, For- 
eign Crops and Markets, Washington, D. C., 
February 7, 1955. 


United States and Canada 


Futures Trading in Coffee 


The New York Coffee and Sugar Exchange has agreed 
to discard the present S contract, providing for deliveries 
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of Brazilian coffee, and to adopt two contracts for futures 
trading, one, the B contract, covering Brazilian coffee, 
and the other, the M contract, covering mild coffees from 
Colombia, Mexico, El Salvador, and Guatemala. The 
Federal Trade Commission and the New York Coffee and 
Sugar Exchange have approved a settlement and consent 
order in the FTC complaint filed October 7, 1954 against 
coffee trading practices (see this News Survey, Vol. VII, 
p. 237). The consent order also provides that exchange 
contracts must not exclude as not being deliverable 
“arabica” coffee from countries that over a three-year 
period export an average of 750,000 or more bags an- 
nually to the United States. 


Source: The Journal of Commerce, New York, N. Y.., 


March 1, 1955. 


Estimates of Canadian Investment in 1955 


Projected new investment in Canada during 1955 is 
estimated at Can$5.8 billion, 6 per cent more than in 
1954. Expenditures for new construction are expected to 
rise by 10 per cent, to $4,064. million, while purchases of 
machinery and equipment are likely to fall by 3 per 
cent, to $1,744 million. Housing outlays are estimated 
at $1,283 million, or 10 per cent above the record level 
of 1954, and a substantial increase in institutional build- 
ing is also expected. In the industrial field, the extractive 
group (especially oil) is expected to show the largest 
increase, with outlays 24 per cent higher than in 1954. 
Spending by the trade, finance and commercial service 
groups, and by government departments is expected to 
be moderately higher than in 1954, while outlays by 
utilities and agriculture will be approximately the same. 
The investment plans of manufacuring industries provide 
for a nominal increase, which follows the declining trend 
in evidence since 1952; most of the expansion is expected 
to take place in nonferrous metals, chemicals, and pulp 
and paper. 


The fact that outlays in 1955 are planned at a higher 
rate than in 1954 suggests that the failure of investment 
last year to reach the forecast level was the result of 
short-run circumstances, including adverse weather con- 
ditions, and that expansionary influences continue to 
underlie the Canadian economy. 


Source: Department of Trade and Commerce, Press Re- 
lease, Ottawa, Canada, February 1955. 


Canadian Government Bond Repurchase 


The Canadian Government has repurchased $50 mil- 
lion of its own bonds from a U.S. holder. The bonds 
formed part of a $150 million 3 per cent 10-year issue 
offered in 1948, of which $75 million had already been 
repurchased (see this News Survey, Vol. V, p. 363 and 
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Vol. VII, p. 163). Since the repurchase was financed out 
of Exchange Fund holdings of U.S. dollars it has not 
directly affected the exchange rate. The original issue 
was sold to three U.S. insurance companies, two of which 
have now sold back their holdings in order to reinvest 
their funds in more lucrative fields. The outstanding 
$25 million is held partly by the third subscribing com- 
pany and partly by other investors. 


Source: The Globe and Mail, Toronto, Canada, Febru- 
ary 22, 1955. 


Canadian Employment 


During the six weeks ending January 22, 1955 civilian 
employment in Canada declined by 213,000, to 4,849,000, 
while persons without work and seeking jobs rose by 
15,000, to 362,000. The decline in nonfarm employment 
was in accordance with normal seasonal trends, but the 
fall in farm employment was slightly more than usual. 
Employment in January 1955 was 24,000 higher than 
a year ago, but unemployment was also higher by 82,000. 


Sources: Dominion Bureau of Statistics, The Labour 
Force, January 1955, and Daily Bulletin, Feb- 
ruary 23, 1955, Ottawa, Canada. 


Latin America 


Duty-Free Entry of Cattle into Guatemala 


Under Government Decree No. 149 of November 17, 
1954 Guatemala permits the entry of purebred stock for 
breeding purposes. Liberalized treatment had already 
been accorded such stock imports, and in October and 
November 1954 198 head of cattle were imported. Cattle 
for fattening may also be imported from other Central 
American countries free of all duties and taxes, and 
export of cattle of at least 900 pounds liveweight will 
be permitted effective September 1, 1955, provided that 
Guatemala’s meat requirements have been satisfied. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 21, 1955. 


Documentary Import Credit Regulations in Peru 


The Superintendency of Banks has issued a regulation, 
effective January 24, 1955, whereby commercial banks 
in Peru are authorized to ease the opening of documentary 
import credits by requiring a smaller minimum percent- 
age of coverage. Under the new regulation, documentary 
import credits for commodities classified as nonessential 
or for commodities for permanent investment purposes 
must be covered by not less than 50 per cent of their 
value; at least one half of this coverage must consist of 
a cash deposit in foreign currency and the balance of 
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forward exchange contracts. Formerly, coverage was re- 
quired for 100 per cent of the import value. 


Documentary import credits for raw and industrial 
materials and other goods used in production must be 
covered to the extent of 25 per cent of their value, instead 
of 50 per cent as before. The coverage may be either by 
a cash deposit or by forward exchange contracts. Docu- 
mentary credits covering imports of specified basic food- 
stuffs—wheat, meat, milk, and fats—remain exempt from 
any coverage requirement. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 21, 1955. 


U.S. Aid fo Bolivia 


The Foreign Operations Administration has announced 
that additional funds have been approved for Bolivia, 
bringing to US$18,060,000 the amount of development 
and emergency assistance authorized for Bolivia during 
the current fiscal year. 

The newly authorized funds include US$5 million for 
development assistance and nonsurplus foodstuffs under 
the Mutual Security Act and US$8.7 million of surplus 
agricultural commodities from the Commodity Credit 
Corporation, including wheat and other products under 
Title II of Public Law 480. These funds are in addition 
to US$3,160,000 for development assistance and US$1.2 
million for surplus commodities previously authorized for 
fiscal 1955. The agricultural commodities include wheat 
and wheat flour, hog lard, cottonseed oil, and raw cotton. 


Emphasis in the development assistance program is 
on agricultural development, primarily within the Santa 
Cruz area. The funds are being used to purchase trac- 
tors, land clearing and leveling equipment, irrigation and 
water equipment, farm machinery, road development and 
maintenance equipment, 
seeds. 


fertilizers, insecticides, and 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 28, 1955. 


Brazilian Wheat Program 


A plan of work has been approved for the Wheat Ex- 
pansion Service in Brazil. With the purpose of increasing 
domestic wheat production to 1 million tons, almost 
Cr$50 million will be applied to the development of 
output, which already meets a significant proportion of 
domestic requirements. The plan also includes an in- 
crease in the area under cultivation, the development of 
irrigation projects, the sale of agricultural machinery, 
and the construction of silos. 


Source: Embassy of Brazil, Boletim Radiotelegrafico do 
Ministério das Relagédes Exteriores, Washing- 
ton, D. C., February 4, 1955. 
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Prices and Cost of Living in Chile 


The official index of wholesale prices (1947 = 100) in 
Chile increased by 65.3 per cent in 1954 (from 359.7 in 
December 1953 to 594.5 in December 1954), compared 
with a 35.2 per cent increase in 1953. The price increases 
of 1953 and 1954 were the steepest recorded in Chile 
since the end of the war. 


Although the wholesale price indices for domestic and 
imported goods indicated rises of similar magnitude in 
1954 (65.2 per cent for domestic goods and 65.4 per 
cent for imported goods), there were significant diver- 
gences between the price movements of specific com. 
modity groups. Prices of manufactured goods rose by 
71.3 per cent, those of agricultural products by 59.1 per 
cent, and those of mining products by 60.8 per cent. 
Among import goods, prices of foodstuffs and beverages 
rose by 82.5 per cent, prices of raw materials and 
fuels rose by 61.3 per cent, and of other imported goods 
by only 42.8 per cent. 


Retail prices, as measured by the official Santiago cost 
of living index (March 1928 = 100), rose during 1954 
by 71.1 per cent, from 2,520.9 in December 1953 to 
4,314.5 in December 1954. The indices for food and 
clothing, which are heavily weighted in the over-all index, 
rose by approximately 75 per cent, the index for mis. 
cellaneous items by 78 per cent, housing rose by only 
30 per cent, and light and fuel by 62 per cent. 


Source: Banco Central de Chile, Boletin Semanal, San- 
tiago, Chile, February 18, 1955. 


Fund Transactions 


The record of Fund transactions published in /nter- 


national Financial Statistics, March 1955, shows that in § 


December 1954 Australia repurchased from the Fund 
Australian pounds in an amount equivalent to US$6 
million; Paraguay repurchased guaranies equivalent to 
US$375,000; and Turkey repurchased liras equivalent to 
US$3 million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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